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An opportunity to
,bring many mc'~

groups intD tht cmttT o.f
economic 'lnd
social lift ...

estirMttcl that 11 percent of laboratory tl!t5 must be reordered because of
lost results. 30 percent of tratments ordered are noe documented. 40
percentof diagnoses are not recorded. and medica! rlCor~ are wavailable
during 30 percent of patient visits,!'

Sending xray! electronically would reduce the number of images
misplaced in transit. Dramatic savings can also be realized in transporta
tion costs. as has been done. for example. through New York Telephone's
patient-imlge-transfer system. which linx, the j.lils on Riken lJland to
BellevueHospital. lJnderservectareuwillbe.bie to receive betterhe.lthcare
through two-way. interactive video consultation, whic:h can provide pa
tients with access v~ remote to medical experts.

_Access to Worm.tion on denwul will.nhance elfective disease pre
vention. health promotion. and medical treatmeftl A penoNl he.lth
infonnation system comprising an individual's lifetime health record.
databuel contaiNng the molt CW1"Iftt health science. and aquery capabil
ity to address quations and COftCUIUI wiD help individuaJa becom. in
fonnedconsumll'lbetterabletotUereJponsibilityfortheirownhea!th. Of
course. llzWld networks of patilftt health NCOI'da Will nIeclllCUl'tty~
CesHS that znaintain the confidentiality of patient data.

Interactive telecolNl\~tionICI1'l make poIIibl. I wid. dWribution
of health iNonMtionand clecilioa-rnaJcins tools. With the UNoIldvanced
multimedia interfaces. birrien to access by Iow-UtIraCy individuals and
persons with dllabilitiel can be reduced.

SOCIAL INCLUSION
The te1ecolnmwUcatio.. revo1utioDa._ All opportunity to brin~IIW\Y

now marp,alized FOUpt into thecenterofec:onomk Incllod.UU..a~

L~\t.:,;i'~. , .
.. ~ ""J.' " I···~·

needed to join the work1oca.l'IlrOUp~tioaI newopportu·
nin. for liNIoat IMrraiIts will became av·n'!M to people who IaduId
ready aCCIII In the ::",;F~;..~··.Yark c:-. ·.tUa ,advanta of

--" _ f· , ~ i'ii"'i'·iii_.iii"""iiiIJijoo.''ioooiiIiiIjoIiiioooo-

to C:OINnW\icate with INIIrOpOUtancaten. For eXample. the RuralHe.lth
NttWorkins Proflct linb 14haIpitaIsaNt di1\ic:I in IMCUal imap transfer
,and re,mote diapotdc work. The W.tIIm New York HeI1th/5c:ilnc:ll
Cooperative Network I1nb topther eipt 1Irp taeNnl hoIpttall in But
falO ud theSUNY·8uIfaJo Medial SCbool. ThiI hip.baNlwic1th network
allows for th. trlNierof mediad iInapI W records udoH.nc:omP'*f"'
ized medic:aldatablMMUChcapabilltieL lnAUIGrl.tMTexuT~
offers intendive video CONUltaticm to primary care physicians in rural
hospitals. This helps offset the sardty of specialists in that state's rural

areu.19
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Wt can usc ttl«ommu
niClltion5 to bttter Sl1't't

the publie.

TELECOMMUTING; PRODucttVE AND ENVIRONMESTALL Y
SOUND
Telecoaunuting has the potential to increase economic tfficiency and
provide major quality-of-lire improvementS. A 1991 st\ldy by Arthur D.
Little estimated that it 10 to 20 percent ot commuting. bU5in~ trav~1.

shopping trips. and paperinfonnation transport were done by telecommu
nications, the United States would haveHvtc1 523.2 billion in labor produc
tivity, energy, pollution, and tral\SPOrtation mErastructure maU'\tenilnc:e
costs in 1988 alone.lO These NVinp far exceed those expected from other
improv-ments in the traNpottatioa 5Y'tem.

This poten~l is already~ ..!ized. A recent study estimated that
there were 6.6 million telecommutwrs nationwide in 1992. up 20 percent
from 1991,and that the numberoftelecommuters ispowiftg taster tMn any
other kind of hOlM worku.a1 Anott. study on the New York area
concluded that both employen and employe.. ben.Hted from
telecolNnutin!. Telecommuters reportwcl that thIir monle and outlook
about their jabl and employen improwel. wlU1e employers felt that
'telecommuting had potitively infDmcecl worker procluetivity.22

The need tocomplywith theFederalo.nAirActAlMndments of 1990
hualrftdysdmulated telecolNftutift! prQS1l1Mift New York. New Jersey.
Connecticut.udTex.a. nwaetmada..thatbuliNaelwith lOOormore.
employeel in urban area with pC*"air qualitymoderate the useof CUI by
employftS. New York State', a.n Ail Comp~ Act requireI the
implementation of In Employ" Commute Option program by aU public
and privateemployers in the .taW• ...,...noI\Ittainment11'II, specifically
New York City, LoftIIsland. W..~ and Rockland Countiel, and
~ towN ill CranpCounty.

,·c.../~C~:': .~.::-~, ~'~;'Si:TOR:'-:cililiirC~ALUEFnRTAX OOLt..US AND
ENHANCINC THI 0EM0CIlAT1C PROCESS
TM tendency to .mploy new~ fint to isftpwove old prDCIIHS
. lid~~..!~~~blic.~~~tra~,~~o~ ~elecomm~nica-

cadouare much peatlr.
A compt.mefttuy Itratel)' waaklemphlaize the \1M of te1ecommuro·

catiON ... way to bMter .". the publk. For 0&11\", state laws.
economiC'tatilda. aNi 1PJ1CY I'IpOrtI uut stDdiesaN1d be made wide!'!
available throup el«troftic: buUIdD'boudI. So-called lCCIUible intorma·
tioa kJcsb c:aukI help New Yorklnacquin iDfonNlkm 011 property taxes.
NltaunntviolatioN. and wa.ra" withoutPI thIoup the usual red
tape and~me proc:edur-. In CaUfanda such 1doIkI are widelv
available in libraries. shoppLnS tMIlt. and other public IJ*& Residents
U5I them to renew vehid. reptratiGn. rep. for employ1l'\lnt openings.
and get information on 90 diffenmt subjlctl ranpi from applying for
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student loans to resolving tenant-landlord dispute!. The kiosks have
reportedly reduced the cost or job-match services from 5150 to S40 per
penon.Z3

Procurement policies can also incUtect!y help New York extend its
telecommunications advantage. Government's purchases can reprsent a
Significant portion of initial demand for new capabilities, redUcing the risk
ot deploying new products by providingsuppliers a base on whicb to build
their ma.rket.

In additio~ telecommunicatioN cln help promote the democratic
process by providing citiZeN with the widespread, decentralized dissemi·
nation of information and ideu. Providingeuy ICCIII to this irUotmation
cln help New Yorkers underst:and and make intelligent decisicmlabout
issues that affect the state and their liva AcceuibJ. public networb can
help ensure a democratic S)'ItB\ and II\COUtIle greater partidpatfon by
providing for openness. At the same tiIM, they can provide guidance and
feedback to political1eadenabout the valuesmdattitudeofthelrconstitu-
~~ .

-.'
. .~. ." . ~ . ,"
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2. New York's Telecommunications System: Staying
Ahead .

= .

New '(ork possesses a quality telecommunicatioN infrastnletw'e. ~ew

York City, parricu~rly Manhattan's central business district, has access to
the most advanced telecommunications services in the world. Other parts
of the state, including rural areas. are served by incrlningly modern
telecommunication networks. Generally, ~ew York's ~urr.nt t4!l~ommu·

nieations infrastructure satisfies exiltiz\g netds and comp.res favorablv
with those of other states. Two important chaUenga face policymlkers:
ensuring that the state's teJecommwticadons system continues co provtde
New York buJinesMI with a COIPpetitiveadvantal', and making ,ure that
top-line ttlecommunic:ations servtcII are availtble throughout the 5~te.

New York iscompoMdoflllAl\Y telecommuNcationUJen, from upstate
farmers to iMer-eity ,tuel.,. to suburban manalers of sJobal corpora·
tions. This diversity is one screnp of New York'. system. A seccmd part
ofthe~ is tMttlecommWlic:.tionSinlrasttu~ itM1t: the thousands
of mil_ of copper, coaxialr aDCl fiber cabllli the aw:rowave broadcasting
and receivinl stations; and the~nkI of switches and COIftputers that roue.
allI. Te1-=oaununicadollS prOvtders-the competirls telephone, cable.
and wiN1eIIcompaN..-.rea third elema01 the s)'Item. Afourth set of.
components COIliR ofapplicltionl-tlw pI'OIiImI a.nd proc..... peopl!
WIe to 1NIt their telecommunbtionl neecb. The last part of the syst!m is
thebodyofNles loveminltherelationlhipsbetween the pll1l. Some rules
are c:onveMol1l agnecl upoll by .pnMclen a~ u.... while others are
federal UIClstate rep1ationL TNs chAP. !ocuIII on the ability of the
various puts of the,ystem lID meet'tlw e~1 needa diJaaHd in

... .......,:a ..".... . .ChaD. 1.
:.... ~':7of... I.~;::..· ~~'-....~.. _,,......_..... _,'.,~.. ~".~. . .,.: ..... 0., .. ,.. ~. ~:~·~;.. ...~I; ·."",~~M: .. __ :.:.~:"

...... 'F- ~~-~)~i-'-1"0-" ~~!~.~f
liNIforprivatenetworU,puI6:payphones,operatofscvic_,and mobUe
teJepheMMI'\'tcIt. The .,myof tel«OlNllUDicatiOns companiesoperating
inNrNYork lonNawebof6IcWtieland.-viCli. ForCUl&Omm. tha center
01 the web it their locai exchlftp company. which provid. local acceu
IiMI tNt comact to the network. T1w Ioc:al exdw\p company also
connects the public to other terVice provtdell. such IS long-distance com-
panies.

LOCAL EXCHANGE CARJUERS
Thereare40Jocalexchangec:oatplnielln tMstate,1'II\PIfro1J\ New York
Telephone Company-a sUla'Wld. preMl\ce. with 1992 revenues of over
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57.3 billion and more than 9.8 million access lines-to Oriskany Falls
Telephone Corporation. located in rural Ontida County, with 1992 rev
enues of S487.019 and 719 a~c:es5llnes.

L'ITEREXCHANGE CARRIERS
There are 23 companies certified to operate in New York's competitiv~

inter'exchange market. Three of thes.--AT&:T, Mel, and Sprint-oifer
long-distance se1"\'ice throughout the state. The remaining interexchangt
carriers serve limited glOgraphical areu; neverthelest, they provide their
CU5tomers with alling services to any point on the globe.

CELIs.tJLAR TELEPHONE
Cellular telephone service I.I1II r~io-buId trarwmission teehnolosY to
provide mobile telephone service. ·The ceOuIar indu.stry his grown dra
matically in NClDt yean. and molt obMrvers foNNe COIltinUid robust
growth. Today there are 30 authori.zlcl cellular camen. with two wrien
competing in each servtce territMy of the state (with one eXception. I

territory that currently hM only one carrier). The dedsicm by the federal
CommunicatioN CommiStiOft (FCO toauctton acldlttcma1 pofttoN of the
airWaves will meaJ\an iftcN..in the numberotwim-curtersandman
competition.·..

1nfrutrw:Nre enhancemes\tI by the ceJlq1ar iNluatry haw be-.a!med
at improvtnsservtcequalltylAdiftcrIutnSfY*InC&pKitythnNghoutthe
devtloplNftt aDd dtploy1MntofCU.....l tKhnoJosy. Wlthctiptal tz'INmJI
5i~ cellular system ClpKity may ultilutely inaaM over tel\efold.lMk
ing wirel_ servicII more av,n.bM U\CI'ifb'dabIe to p •.~ of
consumers. IniratnxNre U\YeltIMDtItaalto fadlltatacl ti4lHioctuctlon

.-·.·l':'__,A~

~J~-r1X. '~'';',

-agreptms the demand of Low. volume C\IItOIMI'I, NItl1tD can pro&-
ably provide COII\petitiYe~ ra... 11\ 101M CIIeI they add value to the
.underlyil\l-W-bypKkalb'l tMmwith theirOWllMn~orfMtura
More than 180 reaan.. CW'NI\tIyoffertelKolNI\wUcatiaft~.... iI\N~
York.

OniER LOCAL CA1UUERS
Two other typeI of ftrmI aIIo COIIlpetil for local custolNd. ShaNd taut
seMce providers stl110car service Oft. wry limited popaptdcalbuis.
usually within a building or compllx, and offer caWq to points outlidt
their .YBteInI by reMm"l the ....iceaof 10cal ex.chanp aNiil\~

.........-,e. ••• - •.•• '~~ .. ~. , .
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carrien. Competitiveaccess providen(CAPs, oral terMrive local transport
providers) typically construct fiber-optic networks in metropolitan UU$,

offering competitive cOMectiOftS_between I limited number of customers
or between customers and interexchange camers. Compentive access
providers may aoo compete by providing connections between customers
and local.xcMnge companies, improving reliability. FiMllr. they can link
local telephone company central offices to long-distance carritr5.

THE CABLE INDUSTRY
By 1991 the New York cable industry had placed cable near almost 5.3
million homes Ind wu ICViJlIalmost 3..5 million buic 5ubscnbers-more
than hall the households in the state. Although 73 amlpaniel operate 258
cable systemS IJ\ClI."! separate fraftclUIeI hAve been awarded to cable
operatorsby munidpaUtiII, tbI iI\clustryisclomiMtedbyI handfulof luge
mwtip'HystemoperatlOrl. The lOlarpltcompaftiesMrVed 85.2percent of
aU subtaiberl With baIic servtce 1ft 1991. Ira. subsequent section we will

- seethatmanycablecompanieSarenow pursuingmftPl'llJ\cl partnerships
with tlltpnon. INIl1U111t1iDmmt corporations.

PtJ'BUC SECTOR NETWOIUCS
Seva major ltatawide.-wotuserve puts of.the publ1c sector, often in an
uncoordiIuttid or redUDdant fuhion. The OepIrtmenti of Soc:ia1 Services,
Motor Vehidll.1Dd Labor,..24ott. state IPJ'd- \1M EMPIRE NET.
oMoit1wlupltMtWarkainNewYork. AAotMrclatanetwork.CJUMNET,
UIiItI NewY~..... city, and town police forces, courts, anc:i correc

tions offtcialI. C1UMN£I'''' theIIapndIIace.- to the data of federal
.•pM_such.. the FedIralIunn oi iaWltipdcm.

. _.. _.. ,. tiqa.iIlNewYorJc. CWTlfttly,
_... . "0,-.-tWO~nnetWorks, called

NeW York Network and SUN\'SAT. Both provide educational TV pro
8rIINI tiD Public8roIcl~S,"1"'ttoaI ill tMltat& Inaddition. theyuse

. ~_tipJltoaU64SUNY
.#.dll_.'.-til-.-F••m.~·.•'ili..· ·.a.·.·

o
.i.·'II·i.·PIill' .......,......·~'~-(tI6I1ll--Q_-.......

t8lllDRfaclCinl aaa- the Ita.. lad arou.nd the globe. A fifth network
ilSUNYNet.whichlinbthe~tiw.acaclem~lnd Ubraryservtces
of the 64 CUl\puIa NYSERNet.". hlllldnda of Uftiventtiel, colltps,
1"IMII'Ch fadliti& andlChaal diItrtdI, Pnmdinl them with Iccea to the
worldwide Internet. FiMIlJ, the StaIII Educatioft 0eputIneIat operates
TedmolaaYNltWorkTiesto~.boduad_icudadminiltrative needs
of scMol districts ICI'C* New York. In the Albany.,. the state govem-
INIIlt opera. CAPNET•• local udw\p network for pem.II\tIlt Igln·
des. With35,0001CDlllins,thiI netWorkserves• coMlderab1e portiOn of
~~y~. -

Newapplications forlducaticm couldbedevelopld illcooperation WI th
public radio and television IlItWOfb. PubUc television and radio are
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re50urces that could be integrated with the education agend~ in the infor
mation IS'. New York's public broadcasting stations are chartered by the
state's Board of Rtgtnts and have nearly 30 y.an of experience in using all
fOnN of telecommuNcaticnu technology for teaching and learning. Edu
cational products and services includ. not only traditioNl ilUtructional
broadcast programming. but also program guides, teacher guides, text
books, trade books, and interactive multimedia softw,Uf as well.

New York'. TellCOlIllluanicatioftS Inventory: PolMd for the Next Stepl

• . ~~"T '.' , '.

" "....-~; .; '.
~" .

T.lecommunicatiOns tlCMolOS)' isdevelopmg rapidly, butdevelopment is
only the first step in the process of diffusion. Often, a new technology may
wait y.an before it an be tcemDrnically deployed on • widlll'reacl buis,
either because existing technology continues to satisfy demand or because
suffldent dtmaNl for the innovation has not appareci. Th. pace at which
new technolopes are deploylCl depends on COlt, corporate strategy, c0n

sumer needs. the mutfr!i of new skills by users, and publk policy. Some
ideu in the laboratory todaymaybe vital a1ementsof tomorrow', netWOrk:
others may never find profitable application.

Several telecommunicatioN tadmolops IN now much dilcusMd.
Digital switches are beinl cleploym because they Ire COIt-efflctive, flit,
effic:ient and can be easily uppcUcL A new network sipalinl'ystem,
Signalins System 7 (SS7), is beinI deployed to better route iI\formaticm
flows through netWorkllNt toenableproviders tootfernewproducts I1U
caller ldIntifiation I8YtcIL Fiber-optic lin-. which provide very high
traNmiIIioara"••rebeil\lpIacCwhen the iftvtttaetcanberecouptd.
[ntegratld Sen-icII 0IIka1 Necwcxk <ISDN) fleW. one way to provide

A..,""" .. --:~d.};Ii. . .. .
.,~I.lIt"""';" ~~ ....

... .s~_· ·118 .
deployed ill alipiiicaDt~oi c:.r.uu offic-.

At th...of1m13 percem of New YorkTe1ephone'.,~ wee.__.__ ._4i8i~_" .
to New EnpndT..,haM, New YorkTelephone hal the hip.t perclnt
age of cUgitaJIy MrVed ae:e- UMI. MONOver,9S percent of tMac:cMa liNe
01 New York'.M~ local exchAnp companies W8W aIIo terYed
by d.igitll.wttc.t., aDd all an expICtIIc:1 to be digital by 1998. .

By the end 011mNew YorkTelephone provided SS1 C&plbWty to 51
percent of its ICCIII line. l1iptly below tM .verap of tM other Bell
opnting companies. The COII\peny axp«1I all of itl .witebel to be fully
capable for SS1 by the end of 1998. n. "indepeN:lentl" served approxi
mately ha.lf of their ICcest lines with SS7 at the end of 1992, and expect that
figure to rile to 86 percent by 1996-

Since fiber-optic traNmillion facilitia are relatively more economical
\Alh_hiaoh ,.:afta~tvita rwJuirwt fiw hou~dt!Dlowd crimarilvtN!twHn
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network5witeh.. (interoffice t:rW\ks> and mON rec.ntly along the "feeder'·

routlS that serve 11.rg. concentrations of C'UJtomers. New York T.lephone
h.u placed 520.000 milesof fiber cable in the publicswitched network. more
than the averageof regional Bell operatingcomparnes. About 75 percent ot
New York Telephone', interoffice routft are "OW optic~l fibtr. a num~r
the company expects to raise to about 90 pertel'ltby 1995, and to 100 percent
by 1998. The "independents" hive fiber in about 60 percent of their
interoffice routes and bpect that fiIure to pass 80 percent by the end ot 1993.

Most cable TV syttems indudesome fiber optics. and much of that fiber
cabl. has redun~nt, unUMd strancts. This "d.rk fiber" could be used for
othu tral\S!l\JllioN. New York'. cable.TV network includes more fiber
cable than thole of most other ltates ud hu the potential to be a highly
valuable~t of the future relecummunicatioM iftirutn.teture.

Narrowband ISDN can be implemeftted with exiltins copper loops.
andaUowstlwrec:eptionof~sraphic.d&ta.lnd Yideoteltphony
~ Its propoftlftts reprd it U I c:oet1Hective interim meuure ior
extendins diptaJ tz'InJaUNton caplbWries to illdivtdU&l CUJtomttt.

ISDNacc.IcanbeobtaJMdiD two tonu: bukrateISDN and primary
rate ISDN. Buic ratt ISDNs'" (up to 144 JdlDbits per HCOftd) are an
order ofmapitude..._thaDdae]H*iblewith today-I typical analog
aee- (not much over 10 kOobi. J'ft teCOI\d). It can bring reasoMbl.
quality vtdIo. crAta.truwport indudlnSFlPhic displays. and high.,Pftd
faxcommunicationltol home. offlce.libruy,ouchooL Primary rate ISDN
can SO I s"P nartt. (speeda of about 1!OO ldIobits per second) and can
support ...,..IimultaReouI ....or IUpport bIttB.oquality video.

At the end 011992. only dout 5 pllQII\t of New York Telephone
Compuy's liNI Mel Icc. to 1SDN caplbWty. However, the company

"~;; .:;:,.. ;;~..~,,;~~.:}!!.~~~a~p.~to.~ ~.ot,.itl acce$S .
, ,·'tidiiI;by-'tM end 011995 <....".to the anrap of t1w other Bell

c:ompaNII). MGIt of thI iNIe,...a.. do nat haw ISDN capability and
expect to offIw it eo _ thaa 20 pIIcent of their IfNI by 1995. Rochtster

!.GIL""had. pves two-ddrdI of Itl~tomers "_.... _.

aUy~•..uyhavep.depIoymatofthliefourtedutologilSand
studarcII. .

New York'. taleaJmmuNca.... IyttmMmett moet of today'. needJ.
Wlth tM paceof tKhnicIl chaqeqWdceninSucl competition sharpening
the world over, bll.CDIIUIlaNca.......will evolve rapktly. States and
(ountrielthatClft~IIt:Wyt1wcieJNNllof~ticmUMrS will
attnet lftONinvatlMnt in theCOlNn' iNonNtlon.... leIdiq to sUperior
competl~ ancl strons- economia The queetioft. tha, it how to
devtlop tellC01M\W\icationa policies that will tIIIUft that New York's
sy.tem conUnu. to provide the best seI'YtceIavailabl. in tn.DCitmg timtl

ahead.
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3. A New Policy Framework for a New
Telecommunications System

Realizing the dynamic potential of telecommunications to better Mrve the
people of New York is thechallenge tacing state Ind federal policymakm.
The policies they adopt will affect the prices NewYorkers pay, the range of
the services they have access to. and the quality Of their services. Sound
policies can improve New York'squlJity of life and the competitiveness of
its workplaces.

A Shift in the Keplatory frlDltwork

CompttitiDn within tnt

t,ltammru"iaztion,
industry Iw incrtastd

.. .:;·:.~~::~diim.aficQU!,:;''';· .

-distance, ftOftIWUd\ecI privalllliMI,anclwire.COINftuNcatioN. Today,
althoup competitiol\ hM'"ftOt fWly deveJopecl ht all markeII, such'u

.virtually.UlocaI.tdefttial~,ala.ma. operator MI'VIce pr0Wl
ers, aNi~CUI'NaC)'~-t8~ proW:ten, ",."
etem.nt of the network is potefttiIUy subject to competitive Pl'D\'iItoIL 1ft
the cable te!evisiDn lIW'Ut, nICeIlt aetionI in Consr--, tM FCC, and the
fed..l courtI~ppea_complltitiGft. A.dd to t1we more tndidoNU
"pubUc- networks.ft untDkl ftumber of priva. buliMIa and pemment
nltworb, c:lozefta of cellular, altm\ative local_CCIII, IftCl intenxelw\p
carritn. pl,. enuqtnl teeJudoPI aNi carriers for portable, penoaal
comm\ll\icationl, aNi it becolNl evident that New York'. futW'e telecom-

-
Historieally, repLators focused on theprovisionohmivenallCC111 tobuic
MMca at affordable prices tb1'oush detailed resuJation of telecommunica
tions prices. Economic growth wu not an explicitpi for polk:ymakm
during meetof the poI~World Waraera. AtATI&Twu the teeMoIosicaJly
preemuu!ftt telecommUNCItioM provider in the world. c:ompatUeslocatld
in the United States had ICCIII to the world's belt netWork. At the 111M

time, AmeriClll corporations dominltlCl their .Iobal rivaJI and locatld
much of their production Ind reMU'Ch widU&l US. bord....

The tCOnOII\ic era lila AT'ir. diVllttture ia. compedtiVe.. in two
ways: both witNn the US. indUitly and acroes the world'. bl1ltr_...
rllSt, c:ompetltioD fI1itllift till tIlADmMunatiml in_try hal iN.Ii.""dra
matically. For much of this century, tlw te1ephoDe network COI\IiNd of_
col1ectioftofcompal\iel. each enjoyin&i~Wd monopoly
in its particuJIr te&dtory. lntm:aaMcdonl betwte COIIlpuilllftd with
ATilT, lonllirles deplJ'tlMftt eMbled tbIm ccopll'ltlftly to provtde

~MlW.~.=!I._~.". . I';;-c, compudII .....
IUy~mcmopoIiIIwtdda ka1 frIuddM biilliDria subject 110 IVY
emawntaI .....dan. Since thI 19601. tK1mical1Jld repJaeory cbupI
have bI~.. iD. 01...........-,. -_ ... - ._.... ..iiiiIIii_
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munications 5ystem will be • competitive, mwtiprovider netWork ot nft·
works.

The state', regulatory polioes should refltet the fact that significant
consumer choice exists in the interLATA interexchang' telecommunica.
tions marketplace. New York State has .lr'eady made significant prog~5
in ensuring tull competition in this m.uket and should now, in vi.w of
mark.tplace CN1\ges, re-eXAmine whether the concept of dominance has
any continufti reJevance and whether all providers of wrvict5 in this
market should beafforded equal resu1atory treatment. Competition, along
with rqulatory freedom. has stimw.teel innoVition and given customer!
more choices, better service. ancllower pm..

Second. the 19801 were an era in which gIoIMl compctitiwnm b«ame a
puamoWlt iuue. America'strIde~wideMd.lnclimpons took much
of the domeStic market in~ sectors. indudinl televisions.
c:omputln'l. aNI telephon. tqUiplMftt. AIMrica'. competitiveness pr0b
lems contributed to stapatinl Amerkaft staadanU of living. AI the

<linton administration hAl rcopiZIcL • mc:xIml teltcommwUations
infruauetun will HeMble U.s. firms to competIIlNt win in the .lobal
tcOI\OII\Y. plWatilll soacl )obi fat the AlI*Icm people UId economic
growth for the natioft."25

Th. OlAton &e1miNstratian hat c:ommiCI8d ltIeJI to I new telecommu
nicatioN..... L:ikeoun. itl........anprirMtfiAWltmtftttobuild
the nadon', iNonnadon hipWl'"W~" iI\frutnactUrI modem
izaCiollroiMiadudepravidiqatuanA~dima.tbatencow'lges

private inWltlMntalld J'I'O"id1III fuzdnI for reIeIfCh and piJot proje."ts.
n.OID..admiNltradaDhaI......... lD.aeM theprindpJeof wUver-

.sal euurtaa that aU AmmcuI haw ICCIII Ie) infonNtion r..-

." .a. . ' ~iJG~..~~!!~IUIZI-.. "_ar' .., aca :'. . .... ··.:~ot.ppli-

c:...~_liWJthceN~lChoolcliltrtcta.libraries,
wdvllli_ pveIftIMBt...-=-..ott..-ptalitorpNzationl. Fi·

...iif••llliiIllliF•••·'·IiIi·trlill;.irtlll••;...j~,i....! _.Itllli.··_PJ•••'~III!I=II· r=l~i'r!j;'=~··

.........Policy CoalIla ..CoIDpetiIlft ira

The Exdw\p beUeveI that New York'. poJkymakca should now be

aukW by Itx primAry IoU:

• A&cIIINtllCDftOm~ jfowdc A1tbouIh thit haI_"-' an expUcit
.....tory C'OftCIm in tIwpi"New Yam poUc'ymIMrt mutt now
view I D'IOdem te1econunumcatiDnliI\lruCnIC:tUnu.vital precon
ditioft for robust economiC~ which in tum era. jobs.
Crowth depenc:ia 01\ the prine.and public IeCtOIIll'&kinlnleCled
itwestsMnCl iJ\ equipment,11\the~ofnew t8du\0logies,
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and Ln hUmin skills. In part becaUH of the dramatic eltpansion of
computers and miaoprocessors, New York busineMS have be-
comemoredependenton rapid. high-qUilltycommunlations with
their customm. suppliers..and other units within theirown organi-
zations. Without the availability ot an advanced telecommunica-
tions infra5trueture. the competitiveness'or New York companies
w111 suffer, and they will be like!Yto moveoperaCioftl-lnd ;obsand
new investmentt-to other locations. l'oli,ytNkers also need to
ensure that the growth of the economy translates into growth of
IIgood" jobs-thlt require skills. pay decent wages, and offer ben.
efits,

• Prom"qUAlitysem": Regulators .houldpromotefair,opencompe
tition between providers and seam1eII intercoMICtion for usen.
Where competition i5 in place. resuJatoR shou1cl adapt to this new
environmentandelin'UNteaU unnecessaryasymmetricconatraintl.
As the teI.communications industry btcameI more cmnpetitive,
policymabrt m\1SC INUn that consumencontinue to haveafford
able ICCI!II to modem servtcts, m,* maximize UMI'I' ability to
choosetef«oDUl\umatioNand informationserviCIprovid..,and
must protect c:oaIWIlII'S by periOc:IicI11y .....1ishinI seMel stan-
dards for all providers 01 intrUllte te1eamumuUcItionI servtceI.
Service quality II • broad concept that~ dw\pI with
technolop:allClVMCtl and evolvtq SIIftdarda. Standards u.
essential totnlUntre11abWtyIftddilutllr. and tD&naintaiA
privacy aDd ott. C:OI1lWMr procecticnl. !be New York Public
5erviceCommillionhIIcommitteditMlf tounivwnal-we.hiP

. .aI\d '~.".~.~' .,.. ,:..
. ' .• 'l f~""'-'."'~"""'''''~

....- ''':"....~ -.
•••: ..: ....f~•••

.... ,~ _._ .

graphic location, or iI\aDe. At the fedenTeei locaIl8veL cable
regulatGn ........ publk ICDII to cable teJeviatGn. III tlw Nt\In,
,_ colftllUbnent to IOCial inc1U1ioa will mean guar&l\twIId u.nivena1
a(ceII 10 an evolviftl .. of balk: MIViceI. affordable pridftl for
those servimI forall UICI. aNt bI'OIdlVlUabWtyof moretop~
atld HrYicII (with CDIIIidendoft of the effectI01pne.) thIoup.
out New York'. bu..... boaws, schools, hialthare providIn.
and UbruitI. It wtU II\IIft that teIecommunicatioDl poUdt8f1C01.
nizetheneedsofspedalpaups. such U theeccmomica11ydisadvan-
taged, IIOft-EnsUsh .J"Ik-I, zninoritits. the elderiy, and perIOlli
with disabilitiIL Also, policy wW need to recopize the contribu-
tions that minority- aNi women-owned b\asiMI.. cu JN1ca to
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New York', t~llCOmmuniations system, both u users and provId
ers of services, and their need to access modem, sophtsticated
services. By widening PMrkets, policies of inclusion also will

enhance the economic value of the netWork.

• Enhanet tht quality of lift for all New Y"rktrs: Modem telecommuni
cationscan make New Yorxa more desirable place to live. in part by
enhandng the dynamiSm of the state economy and the ttfll:acy of
our educational system ancl the provision of healthcuf. All :\ew
Yorkers should have the opportunity to master the 5kills they need
to participate in our teclu\ologicaUy advanced society. :-..I'ew ser

viets willaUow New Yorluln to Simplify routine personal activities
such IS shopping, pttins iJ\IormatiOa, anc;llMnagiftS iinanc~.

EntertaiNnmt companies will be abll to offer a vut vanety of

PJ'Ol1'lDUl'inS·

=' ....

Public policitS mould
fcsttr rtsarch ana
innOf1fthDn in tht
ttlrcommurricatiorrl
industry.

• Fl1fttr in1lOt1fJtirm to bring ,"hlm,,« ImriCfS to NttI1 York".: During the
monopolyel'l, Ar&r mamtaiMd what w.re perhaps the world's
p1'IIII'iMI\C re5IIrCh laboratDri., produdns. amons other notable
inftfttioN, the traNistar-the tndlspenable bW1ding block of the
te1ecoauftunicadonl~ In the new enI, tlw development
and dllfulioft of new tCu101cJsies. prodUdl, and seme. will 0
much IftON decnt1"Jized. and publk polides should foster re.
seud't aftd lMovadon in the te1IcommUftiCltiol'\l industry and in

iNoI'matton-usinS iDdUitriel. '

'. • S,."""."dcMDC1fX!I•• ,ndhNllMIl,i,#III: FlIWly. teJecommunica-

.."~:.. :;.:.":' .~~[..._..:;;';::.-.:.~~~~~~ '.. .. . '. acvuues.w1uding free
.: .t:trit~totheConstitution

protectl &.doaa 01 'PlicA. !rIIdoIII of the pr8IIf and the right of
people to ~bly......... NM¥ York policymlkers need to

JIiI±ir···I·:zri•••··iT.. ·'lrni.iZ'·' =~U:;;;.!iz···.

empGWe dtianl to make sta" and 1oca11OVlmmtfttl more re
spcm8ift to the pubHe's neecII. To thiI tI\CL policymaken need to
eftIUft that UMI'I haft a wide choice 01 pnwtcIen of lnIonnation
MI'YiCIIaNI the mea.,. to ace.- thole lNonrtatUm~Cet. At the
.... tiIM. the rtsht of bIdlvtduall to pftvlCY must be protected.
PoUd8lO prevent the eroekm of prtVlC)' in tlw wake of the intro
duetioft of MW ~UDkationltIClwt!osY, equipment, ana
Mrvtc.mustcontimle to btttroftlildcleu. TeIIcoDUl\wUcations
hardware and SOftwaN developers, HrYice provk1ers, tlnd the
public aU benefit when col\ftdefttillity conc:ems are I'ISOlvtd in a
timelyal'ld preclietable mamwr. R.egWaton shou1cl promo.ta taU',
effid.tnt and rulOnab..privacystlNlarcls. and shoWcl conMue to
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develop methods fot r.vi.wing privacy concerns before the~
duetion or marketing of new products and services~.

These goals are related. For example, economic growth and opportu
nity are vital preconditions for having a good quality of We. FO!Itlring
innovation spurs economic growth. Strengthening participation in dvic
lif,can make govenunents more tl5ponsiv. to economic 41nd quality-of-Ufe
concerns.

In the new era, policymakers confront the challengeof meetinS old and
new goals in a diiferent economic and reguUtory environment. A new
approach is needed-one that addresses the following issues.

CONNECTINC TO AN OPEN, CQMPETlTIVE NETWORK OF NET
WORKS
The local network. like the lons~li.W\Ceone. isevolvtns intoanetwvrk-oi
networlcl stnlCNre. New technologieland • p~mpetition rep1atory
environment have led to increased competition for certain serviCB.ncl
market segments. ThoUp it remains to be setI\ how broId and pervasive
such competitiveprIIIW'B willbe. itappean that the networkof the future
will bea multiprovider netWOrk, at1eutfor 101MMrYices in SOll\l buli.neII
and residential markets throupgut the state.

In such an enviroftment. a critk:a1111ue it~ that u-. aNt
equipment Clft communicate and iI\teract wUb HCh other. Without lIltel
Ugent policies, I proliferation of irw:om.-tible proprietary standardl and
c10Mcl systems could produce the electronic equiva1em of the Tower of
Babel.

New York his Ilrady made FlIt strides lDWard adUIYizl, the enYl-
sioMd com .. ~ w _=-:..,'

., ~ " ,. ~ -~~~: ..... . .. .. . -.
_, .'1.' : ... ' ....... ',. ;':'_-."~"~ .. ~'Io:~').... ", ._ ",. c".... ' . , ' ••:' I, .,". ••• • ... , _ ..'. .

equipment'..Wtrtfti,to'~ rIIAIe IDd 1hAnd..- reltrictlanl, tD

certitycompedDscurientDpco."in..aN1 iIdncity......1IIVic:et.
~Wltotadlttaaalra...a-muIJ\~anAION1Ixiti
j, dJffiilaiiiiliiiMrE'lJlii&i"- ilC-.i.,jjfd'-,··."IF;-- ,

polid8 requiriDs open networb. defilUftl COINI\OI\ cam. obliptiont.
and protKtinl COIW\UMn' priYIcy interests. Taday it ia at tbe foIef.roDt of
efforts to icllfttily aM impIemIftt polid. Me••'1I')' to aeate fair and
.dfective- COlllpeatioll in. all telecommunicatioN mukatl, inducting the
locaIHrvice INI'kIt,provided that \&I\ivena1, tup"Ciuality.-vice is main-

tain.ci.
The cooial and fiber Mtworb laW by the cable COIllpaNII have to be

consida'8d u an impc.utet _ture of the intrutnactw't of the network 01
networks. Thus, if one objective for poUc:ymaken is the tstablilhzneftt ofa
cost-effective~ switeMcL broadbud network. one i.uua is the potential for
intercoftMCtion betwterl the exiltins, switched telephoM networkaNI the
unswitehld, but hip-bandwith- cable netWork. Policiel that promota

-,_••_. IIiI:
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interconnections could make possible moderniZation lit i more affordable
price. Recent corporate mergm eVidently aim to explore and exploit such
options.

By stimulating competition in the information-transmission sector.
new opportunities will be created for competition in the development of
information c:ontent. By elUuring that consum~f'! an choose from a varietv
of transport providers and that common carriers transmit. at a rnscnabl~
rate. an~ traific oifered to them. ~ew York can foster greater competition
in information content. In this way, the ,tate can encourage its citizens to
develop and eXchange a wealth of knowJedge. informacion. insight. and
ideas. '.

UNIVERSAL ACCESS TO 8~rC SERVICE
All New Yorlean benefit when providers optrlle \IIldar univenil service
obligations. This ha.beena particWarconcem.forptnoN withdisabilines
who want to be integrated Into~. AcxontinS to Frink Bowe:

(AID (provtdenlshoukt be subjlct ~ univtnal semce oblip.
tioM. 0thewiM. we end up wttl\ btl c:aaquiII .njo"ml 1ft
iNunnaa=-richnetwork_a.nltol III tIcbooIt-lO"ftUMIU
ipndel. ftOftprofitorpzliza....unallNlin.....ft4 certainly
residatil1 CUIromtn illdadiml p.ople With clliabWtIeI) u. lim
i_1O aD iIlfDnNtiQI..pix1r,Ww boa.NltWork. ... That would
be a~ dlsaIW for OUI'COINI\uNty.»

Nnu York', policin to
{ofttr com",titiorr mUlt MarJcet.c:Idven eomfetittan wiD not brIfta new te1ecoaununiations
rt{ffCt Q continuing servic8 toevwyone in the Ita. at the time. N_Ml'Yices will reach
commitmmt to basic profitable1Mf'Icm'fInt. Thisean YaffIcttba dtizeMancl commu-

. ·::,·unjwrwUJnT1ict..'.. ··. ni~...;~~j~~U~~A.~ft.~,JtrenSth.Once .., ;;:',:~..~ ,-, '.' ,..,. ··theii.-~\lNiieif\aV..I~'..iNnliOdift\~,they h.lvi ,

acompetitiftIdvantap reJatift to.,..with"lI\OC:iirA infrutrueture,21
New York'. poItcW to foNII' compedtioll in the~ ,must.renea a

~n~ri~ii~~~~··i-j-j·-i·W ~~
in tile IOda1 aNI ecoI\OIIUc mainstream. .

'PradiIiaMUy, tlMphone terVim for the poor ,lUi disadvantaged has
been fuDd.s by tubllidils collectld from other \lMI'S by the monopoly
provider. Advances in teclu\olOl)' aNla competitive tftWoNn.nt are
makinlit tncreuiqlypouible forUIeII to fil\d competitiwchoices for the
local exchanp companiM' netWOrks. either thzoup their own privati
networb orb1 UlUtI the MI'VkeIofcompetitive proviclerl. thenbyavoid·
lngtheClOlHUbsidiesoftnditioNlcamers. The1oelofprofitabltCU5tom
ers to alternative networks potentially inawuet the rate bwden on the
remalninl1oca1 exdw1ge subsatben, who do not have utemative means
to acc:eu d\e pubUc network. If local exchanp compaNel ralle their rates
rather than lowering their costs to aWr.e up for the Jolt buIin.., thfY rmy
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provide the rtmaming customers an additional incentive to seek altema-
tives to traditional catriers. Thus. withoutoffsetting policies, the process01
increasing competition may diminish the funds avaiable to subsidize
univerYl service. New York !wi taken the lead in developing new mecN-
nisms to ensure the preservation of univenal serviel. given the changing
marketplace. It mll$t continue to do so.

.. ,. ".':'. ",..

' ... ;. ..... :-."

CO~L\10~REGL'LATORY AND TAX POlICIES
Technological c\dVlnces ire lnabUng the integrated provision of one.
distinct communicationJ servicesover common iadUtiet. T.1evision. tele
phone, and information providers are all posittoninl themselves for entry
into 4th others traciitional markets. Local telephone (ompaNel""
entering the cable television busiMu (in many CIMI outside tlw repon in
which they cwrtntJy provide telephone .mea), while the ca" iftdUltry·
pursues trials of full-lel"Vice networkl over which it propo_ to offtf a .
broad array 01 telephone and entenail\ment MMca While muy local;
exchanS- companiesalready have cellular telephoMaifiliatll, AT.1 and _
other long-distanc:e wrieIa· have recently bepIIl~ or forIniftI
a1lllncls with cellular complDill.. TheM ceIIuJu ~rkI IN!. other
anticipabld wirNII netwodca do not yet oIfIra IWtiI* aJ~"'1O
witeline local exchup11I'\_.·lNt..,haft....ew to do 105·nu.
technical And corpora. tnM tawarcI~of -w..~ it
increasinglydifficult tomab\takllrldidonal replatalycQJeiDctionlUIUXlI
various typ-eollelric:e pIOVid..m:I........ot....,.....,ry
tNltment. "

Anacldi.....iI~--*of_...~'··.. i
costs And priceL NtWycn·-WlopentiftI<:oqm\Y,NYNEx.bUtai..,. ._;.

. .. ~.AWdV,.M&ddtt'ftIIIll!IU.......- ...,..._·ra---=.~:.-··

a'.·....... .' -tYPet~_~Dd~~~v.r.~··-
monthlyclwpfor 11\__ 11M,S21.31 I~ tIM IeCDNl hipIIt izl
the country. nitnadcma1avwap WM 123.93 IINJftth.ZI ~""

CD'. _ IIt.OM.

-percent of New York TelipbolW. NYDIMI, but oN, '13 pelClftt 01 New
]erMy Bell·s.~ n.. t&XII aN paued-Alonau. cost to '*II, who then, it
tf\ey AR.businaMl,have to pusonCGltl to theirCUSttlll\erl-& lpiralofcost

s~.I that mc:rea- the COlt of dolq buIm- in N.w York.

lNFRASTRUCTtJRE MODERNIZATION AND INVESTMENT INCEN
TIVES
Under the monopoly provid_repIatory fruntwork, infrutnae:ture mod
ernization was not a difficult iuue. ~ten uaecl their raaHett1ng
power to provide 12\OftOPOly telephaM COD\paNes with incentives aD bW1d
the infrastruCtUre that resuIators aPP1'Ovtd of.

[n the competitive era, the situation if more compticateeL FU'St, the

.. ~., .
...._,. ~ .. c.,.-.,;· .
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number of companies is greater. Second. reducing barriers to compehnon
helps New Yorkattraet investment. The private sector, operating in a more
competitive market. will provide tAe state's telecommunications invest·
ment!. Unlike some other state and nations that have turned investm,nt
in telecommunications infrastructure modernization over to one company,
N@w York seeks to attract investment by many. This strategy wUl help
~xpand the telecommunications capabilities !l,..aiIable to tht public b~

tncouraging carriers to identify and efficiefttly satisfy consumer demand.
elther by themselveJ or in concert with other providers.

New York Inust connn\Wly monitor the 5u.ccest of itt prQ-Competitive
poUcies throughintraltnJCtW'e benc:hlNrks:thatwillcomparenot on1yhow
New York is progressing mlative to other jurisdictions in the United States
IIwen .soverRU, but how weU various restcma and communities of New
York are PfOINSImg relative tooneanother. Such bmchmarkl could form
the buts forpublk iIltervel\tton inareu where the market i. not prOViding
adequate ServKe. Where appropriate, thil intervention would address
remaininS obItac1es that preclude competition. U in some markets mo
nopolies~New York wt11 n..a to repiAte thee provic:len.

One of the Icev infrastructure invatment IIIues it the role of economic.
rtSUladon. A l\umblr of altm\1ttves to rate-of-rttum rtJUlation (for
example, rate moratoria. lOCial con~ d-.u!ation, price capt. rate.
banclinS> have been triId in other juriIdictioN aaoa the country. Th.
PubUcServiceCommiIston. too,huemployedaltemadvtl to rateof return
for repJadnS the major telephone COInpuUel in New York (New York
Telephone.. AT.T, aNi Roche..Tttlephone), and is cumndy seekifts ~n

appropriatitnjulatDly framework for New YorkTelephone in its ongOing
inaadWIpnc.t.... Properly.tnae:tuied eamoll\ic rep1ation. during a

·..~.~~~.~~.indiKaC~panilSto
beartheriIIloithilitlmieiaMntdeciliOnland.mtaimizetheprobability tNt
buk.....lUllaUPtialula.ift~.II&o1ntberilkofil\Vestirt8innt!w
di8cndoaary and competitive servialt. Coavene1y••harehoJdm should

~_ of, the _WI latorv
iMlilI.......~IIiiI-iii..........po ~·muit . ~Uy

ModtT";zing the monitoNd to avoid an imballftCe~ the leYel ofcompetition Ind the
infrastructlJ.rl Ulill d...oI,..watlcm.
result in II mort com-. .

ptNtit't «anomy. LABOR FORa ISSUES: SERVICE QUALrrY, TRAINlNG, AND RE-
EMPLOYING DISPlACED WOflKElS
Moderniztlll the INrutrueture will ftlUlt illamortcompetitive ICOnomy.
It may aliaaa:elerate the alrudy-evident trend ofworkforce reductioN in
the indUltl'y. One issue isCOfttin~ tI'IinUt••wonc.s to cope with th@
chan..1ft teeMology, 50 that tMirskillldonotbecomeobsoI.te. Asecond
i.uue II makinS iteasier for displacedWOf'brswho have valuable industry
sp«iftcskills to find new jobs withexpuding finNin the inclUitry. Athird
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issue is how labor and maNg'EI'ent can work together to maintain anci
enhance service quality.

USING THE EMERGINC ~ETWORK OF NETWORKS
A modem network of networks is necessary but not sufficient. New York
must also strive to assure that New Yorkers can U5I the emerging networK
of networks to meet their sociiland ecenomic needs.

At present. many small busine51e5 are neteffective users of telecommu
nications. Nor are many state govemment ag.ncies. Many useful applica
tions in education and healthneeci to be further developed and diffused.
Unless banien to diffusion are identified and overcome, the qlWity of lite
fer New Yorkers, as well as the state's economic growth. will be less than
optimum.

Addretsing these interrelated issues will require • comprehensive
approach. As we will see in the followinl chapterS, this requires policia
that encourage competition when it d.Uvers dear sodal beltefits, tbl.t
safeguard consumers when market incentives are inadequa.~ and that
fOlter public-private cooperation to maximiZe the value ot the'emerginS
network of networks to UHJ'S and potential UMfS.

. . ~; ~ .. ,

. ~""~;·o·"" 0- :... • ...
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4. Connecting to the Open Network of Networks

=' i

The inJrastnlcture of the future will consist of a series of interconnected
networks. operated byavarietyofservice providers. yielding~ broad rangf
of benefits to consumers. Interoperability and efficient interconnection ot
all partkip~ting networks will be critical to the seamleu operation of this
infrastructure. Not only will this yield consumers a wider range of ch01ce
over who will carry their phoneconversations. data transactions, and so on,
butit will contribute to ~ broad Amy otc:hoica about the infonnation itselt
that they will be able to sencland receive. During and lfter the translhon
to an ope!'. competitiw network of networks, reguJ.tion will play an
important role in enswtng that all netWorks support the kinds ot intercon
nection nec:eMuy to provide seam!eII JetVica to the public. The basic
prindple of open network architecture is the unbundling and individual
pridnl of bott1eMck network fadlittes and servtces-those thAt may pre
vent or Constrict thedeliveryof infomution. It isessential that aU common
carriers offer opet\. reucmably priced intereOMection to their networks tor
the transmission 01 ~mmunication ~ During the transition,
trarwnislion of traditioMl one-way propammiJ'Lg anclsubscriber interac·
tion, if any, required lor the selection of pt'Opamming, will not be consid
ered C:OINNX\ carriIr service.

Open network policies must Ipply to both mttremier interfaces and
c:arrier-UMI' intlrflc:es. lntercarrier intBflces must be open to ensure tha t

Inyon. IttealptU\s to provide lNormatioft transport to the glfteral public
it able to do 10 and is not fondOMd by I bottleneck that does not allow
deUv'". Carilit'liMrinterfacllmustICU,.... to 01*'standards thlt do not
advlntap or dlsadvafttqe the equipment or information produa of an~

i.-.~co~petitolSbut~u,.n~.~,·~.~">9!5p«i41
tzeddevtcee. EM u.MrImustbe.ble toput information inany form (soUI'Id,

data. W ......MtMJrkIftfibelllUNd that the information will be
de1ivtNd to the desiNd location(s) in the dllind 1IW\l'C'•

. '. "..;;..0":,:'\:;'" ··,li:r .... ~·· .•' ..., 1be.~cri.ticIllDthe.d~nt••"'l.a'1::.to:::'~mW ==-o1~.l=~t~ 'W' ..

should bt rtmeVttl works.
Uth~" pos,;&'"

8arrten to awketentry-whether impoeed by law, resuJation. tax policy,
orby the marketpower ofdomiNl\t lI\CUINMmt MrIice providm-should
be removed whenver poeaib1e. The Exchanp'1 ~tions. de
5CI'ib«l bilow, on inttreonMCticm and common carriIr obUptioI\5, art

intended to encourage competition betweeft aiJtinS ptOviders and new
entrants into the inclustry. incluc:linl minOrity- and WOmeft"Owned etHer·
prtMs. "..~8e ,,110 bellev. that all parDcipants in the network at

•. - _L --_1..1 -_.....:_ ..._.~fttoolidel.1O that allNew York
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enterprisesart able to participate in, and benefit from. the new, competitive
environment.

A.! pro-competitive policies take hold, it will be increasingly possible
for small firm! to challenge cable and telephone curien maintaining
monopoly power in particular service markets andlor regions. Incumbent.
monopoly providers should be restrained by regulatory ovet5ight from
exercising that powrr to inhibit the growth. of new market ftttrants. This
requires continued regulatory oversight of local telephone and cable m~
n.opolies so long u they maintaindominant market power. and freedom for
cable and telephone compani. to enter into eaclt other's traditional mat
kets, 5ub;ect to careIW anatnllt scrutiny of proposed rMrgft'S, regulatory
restrictioN to prevent aosHUbtidization from (reguUted or umegu1atecU
monopoly endeavors to competitive on.., and approprilte safesuards to
prevent discrimination .piNt nonaffiliated' content providers. This may
require sepante subsicilui. where neceaary to prevent abu... AU of this
is vital to ensure the development and continuation of real and fair
competition.

(ntueoaaectiOft PoUdes

IntercoMtction polid. are Nquired to govim who must intereoMect
where, when, and how. Carriencan be expectId II) intereoMect when it II
in their mutual interllt to do so. Regut.tory intervention may be required
when • curie.- with dolNlwat market power (pIIe'tIl or situational) ci..
clines to offlrrtllOnable~ Intll'CalUllCttonurans--ts
should not be unreuonably withlwJd or be UI\I'8IOMbly ciIIcrtmilWory.
GeneraUy, all ptOYid.. of portjonI 01 the common carrier Mtwork of

1·~~M"~=1o~.'''~·eJIiMa'':.~:·-·· . "., ".
.. ~·!n~·lftcIp,oflcl. thIIftOlidemm:l toallothIrnetwOrkproWIeIiand

. users whod\ooletDsubIcIibe. IntereonMctionswithotMrcanWtIhouJd
be tKluUcal1y ad ICOI\OINca11y comparable to theM • carrier Mpr0vtd8"

m~~ ~·~~~*6i~Tij~~i~W.

technial JtIftdardanormaJIy .tabUshed by industry standardl orprdZa-
tiona at the natiaMJ or ifttematkmallewL'The state'. primary role wID be

. to encourap tizneIy Isr-n-t Oft fair ud .mdent ttandardaw it may
. (rarely) require • moft Kdvt role ill d.mopinl or imfOlinl.tandatda.

either as a UMr or u • npWar.
Users require compatibleNtW01k~. '.1., teI.phoM 1\\UI\beI,

in order tobe reachedbyotMrUllftOI\II'Y interconneeted MCWork. U...
(direCtly or throush the1rtnitialacc.l proricler) shou.lcl have t\OI\CIiIcri1N
natory acc... to nlCllsary network Idcireste5. Overall adzninistratiol\ of
network Jddniu reIOlUaI shouki be by. disin.....party. It wovJ4be
d.irable fotuaers to be able to Ntain thCr network .ddreIMI reprc1IeIIof
tMir choice of .mce proyt_, and when economically and tIChNca11y
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feasible, that a single network add.rlSS provide acce$' to each user, regard'
165 of toation or service prOVIder at any time.

New York's Clbl..r,lephon. Opportunity

~ ........, ...

R,guliltory policils
$MuJd ;,.omotl rruazi·
mum "rai" l7!t end
ranI.

One particular interconnectivity issu.e is the relationship between :"ew
York's cable television and telephone networks. :"1ationwide, these nee
works tog.ther represent nearly aquarteroi a trillion dollars ot In\'!$tment
whOM.xistencecaJ\ be the launch point for Nnueenhancementsat a lower
cost Ind more immediAte ami widnpre.d avaiUbility.

The costofwidelyd.eploying fiber-optic: cable has been disputed. Some
hav. estimated costs in exc:. of 5140 billion; othen estimate that the
incremtntalcostofa broadband netWOrkc:oulclbeu low U S2J billion over
20 yars. Typically. New York State ICCOuntslor 10 percentol nationwide
estimates. SimiW'ly, tMcottsof retrofittinlcable televisiOn networks with
digital switches and other capabilities that enable telephone communica
tions could be large. Each group of plAyers-the telel'honeCOmpANa anc.i
the able companies-has a key piece of an overall broad.band network
already in place. Thusl polides to facilitate competiliol\. inttrtoMeCtivity,
and opeMeSl in t~. network tab on partic:u1ar stpiflcancc U ippUed to
t-.phon. aNI caBle compal\ill. as the potendal Dilts to Nft billions of
dolYl'I and arrive It a broadband netWork sipiticmdy sooner through a
"hybrid" nerwork approach.

HOMYC, the rulel UDder which cable and ~honecompanies cur
rently opera" in their tradiCiONl mar_ cliffIr considerably, raising
sipifk:ant illuesover tM J'C*fttWapp1jcatkx\of intercoMection, unbun
clUng. and COINNXI carriapnales to tradlCiaaIl cableservtces. Some forms

.~.~oi~oII&l.r ••.W\1,)aU"IQ.~"'of~tu,\~ •.b.c?~~eck
and nqun tdIpatdI to ..... NIIOUbIe treabN!nt of CUltolMn with
I1!IJ*1 to pric:ins..me. quality, m:l fIOFU'divtnity. M theM net
worD, induMMI. aNI tnItkIt ItI'UCNlII CCCltinue their dramatic evolu..

. I. .... ANi.data.. servtc:es in
~"'iIiiiiiii'"~~~~ , . n

to be thoroupiy exuNMd. The Exchup nICGINIMI'ftdI that the Public
SerriceCommission c:areful1y moaitar ciewIopIMI\tI in markets and net
workl and take dinct st.,. or rec:ommencl to federal authorin. such
meuuraM.,..DICtINl)' toadUvl tMP*J'ttalbeDefitiofsynerps and
c:omp1elnefttary networicl, while eftCOUfIPi com.,etitive seMe. deliv
ery, open prosrammir\8 opportW\iti-. uu1 tU free flow of information.

Curi..Obllptioftl U\Cl Kip..

ResuJatory poJ.icies .hou1d proa:note maximum cbokt reprdmg both ~he
receptioft U\d the diaeminAtion of iNonnation by end UHrI. by msunng
that • .,y citizen or institution is able tooript& fWL and acceM wonna-
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tian anywhereon the n.twork. Common carri.rs MMng the public must be
precluded from interfering with or restricting the flow 01 information
content over their networks. Th. Public Servic. ComnWsion'. common
carri!f rules obligate any telephonecorporation providing telecommunica-
tions transport services to the general public to carry ~nd d.liver to its
int.nded destination any infortMtion traffic tend.red to it without dis-
crimination based on the source or content of that information traifie.

Carriers providing users' initial access to the network of networks
should be required to provide stancard acceH to local emergency MMees,
e.g., 911, at no charge. They shou1ct also be obligated to provide access to
a voiceI nonvoice relay service It no charge beyond normal USlp charges.

Eachcarriermusthavetheopportunitytobefairiycompen.satedforany
serviCIl or faciliti. it provides in I multian'ier communicationJ trlNaC

tion. Interearrier agreements shouJd be the first option in .tablish.inS
appropriate compensationmanpmeats. Rep1AtoryiftterYmticm maybt
required when I wrier. particuJarly ODe with donUnant market power
(general or situationl1), clecliMs to tubIe reuoMble compensation or
attempts to impose W\reucmable charpI on \&len or othercamen. Com
pensation arrangements shoWd be dllipeci to miNmize u.' inconve
nience. The policies described above will advance the goal of • fully
integrated networkofnetworks capable01IIIYblI all COIIIWMII' tIJ«om
munications needs in the molt elfidant. CDIC-etfKtive mlMer.

Protecttns Privacy Protecting pasorral
privacy ml.lst b~ IZ

Evolving technolop_ and the open., fullyin..teel networkofnttworks critical c0"'1'Ontnt of
envisioMcl here ofirtzwmeNloul opportUftiti. far tM acquJsUioe. stor- NftD Yorle's ttltcammu-
a e ~aLANl. ,....,&1- 0-...... .... _.._p ••t{o I'·.. ;-;,JoS=~i'~ . ~::;~~C::.~.;\ .. .. :., mC4n$ po ,C'!'..

technologies and IllVtctlIipificIDtlyCOfttribumto tMabWtiesoi pweme
menta.~ IIId otbIn &0 plY bUD aJmoet aJlllplCta of our 1lva

T ~~'~~.J.,.,:.I~.... ~..:-_~~~ '~:..:..' ~~-

~ I. _ ,. ~ • ... l ~ ... 4 • I I .,. -4 I • I • • • t· ~ _._~.~.. • k~r. •

policy. .
PriVacy in teJec:ammwUatiON is not I DeW c:oDl*'ft; bututi! recentiy

.it hu~ Iarply lqueldonof~eM privacyolcoaversatioal. for
eumple,preventinla\'lldroppiftsorwtretlpptns.Modm\~
and theirUMIIN nowawatmlccmamaabout privacy that.tend tNryond
thecontet\t ofc:onv..eioftl tootha-in£ormation....- throush tMUII
of telKOllUftuNcationl. For ecAII\pJe, IftCldem liplii..tyamI that can
transmit with each call1ft id_ti.ficatlDftofthe Une from whidl itwupIac8d
make poIIible a number of poteI\da11y useful call·haNWnS and routirll
servias. '.,., M1active can rljKdon. NlKtiv. call t:raMfw, CaUar 10,
automatic call return. However. without ~ppropn.ta WeguardI. this
information W\ a1Io help the called party (or others) identify the callers

·-ofo'· ~,
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n1me And location or develop personal profiles, such as financial status.
purchasing habits, and poUtical or 5Odi1 affiliations. Emerging penon411
communications technologies may eNble databases in the network or
networks (and anyone with acClSs thereto) to trade our movements. SyS

tems being developed to provide on~emand video services could be u~
to record our vi.wing habits. Computer-based telecommuting applica
tions might enable employer! to monitor each keystroke or our work
performance. Everyel«troniC purchase or intormation selection we make
could become an entry in an electronic dossilr of our penonal preferences.
Iubits. and UIOCiations.

Increued use of telecomzn\U\ications to access info~rion. to obtam
entertaimnent. to purchase Ioods Ind services. to improve healthcare or
education.. to work, or simply to communicate with others must not come
at the price of reduced pftvtey. Such a price would diminish both the
quality of our live and the value of telecommunications services them
selves. Public policy must striw tomaximiz.~' control of telecommu-

. nicationl.mces and ptnemal information related to their use.
The Public: Servtat ConurUslicm hu establllhed the following set of

privacy pril\ctp" for regulated carriers:

1. Prtvacy shoWd be recopi.ud I'XpUdtlyu an issue to~ considereQ
in i1\trocluciftl nlW te1ecomD'lwUcatkml servtCIL

2. The interest in an opel' netWOrk lhoukl be recogNzld in evaluating
alternative mIIftI for protedif\l privacy.

•s.:~.==':'.. • ." ~

, -"'.....-. ~:.

3. C""sbauld edUCIIIt th_customersu to the implications for
,·:-·.~:,·,...,~af~~~· .. :' .:-.,.,

... _ _.. ... .

4. PmpIe should be permitted to choole amonl various dtgrees of
privacy proeecdoft. with rapect to both the outflow of information ilbout

. in

5. A telephone compAny oHeriIll • new service that compromised
CUft'ent privacy exp«;t.ltioN would be obHptecl to offer a means ot
rtltDriJ\l the loIt d-sree 01 privacy UJ\_ it showed good Clute for not

doillJlO.

6. COI\IUIen~N of COlt. pubUc poUcy.1COftOIIIic:I. aN! technology aH
bftrOft the pricir\s of privacy leatuNl, whidl IftUitbe detcmintd case bv

7. UnlMI. 5Ubscriber grants informed conNI\t. lubtcriber·speeific
inI'or!Naon gen«at.cl by the sublcriber's use of telecomD\unicatiortS !t@r·
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vices 5houlci be u..wd only in connection with rendering or billing lor those
services or for other goods or services requested by the subscriber.

8, Privacy expectations Emy change ov@r time, r!quiring, ill 50ml
instances. chang" in telecommunications services. At the 5.lme tim•.
changes in telecommunications technology services and market5 may lead
to chllnges in customers' privacy expectations.

These principles provide a sound poticy foWtdation. Their torce and
effect might be strengthened by legislativ@ enactment. Due to the limits of
the Public Service Commission', jurisdiction. the privacy protectioN em·
bodied in th~ principles apply only to the S4trvices or reguLated netWork
providers. PrivacyisaulS relatld to othercommwUcltio~relatedservices
may requira broader legislative solutions.

4',.' -r'-'"iEi ..... -.-.,..- .... -., ...-_ ...~

-
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S. Ensuring Affordable, Universally Available Basic
Service'

. '.
..J .-.. .'

UnirmMl sm1ict mtat
con,in.., to be II ,,"mil
gDQl DI NlTl1 York'J
ttl«ommllrri",tiort.
policy.

Universal access to basic telephone service has been I long-standing
objective of state and federal policymakers. Given the critical contribution
telecommunications makes to both the state's and the nation's etonomi"
physical, and social well-being, universal service must cOf\t1nue to be a
central goal of ~ew York's telecommunications policy. As technology
enhances OUt' Ivailable te&.communicatioN capabilities, we must ensure
that the package of basic services we seek to have universally availablt
continues to meet our citizeN' expandiftl needs. As local service markets
become mont competitive, we must eNUre that this buic plebge is both
ubiquitouslyavlUableanduniversallyaffordabie. further. wemustensure
that aU service providers equitablyshare thlreponsibility for maintaining
wUversal~. "~

Universal service defines the buic form of acees. that all citiZens,
busin....and otherUJIn sh0uJ4 have to tMMtWOrk of netWOrks. It can
dlten!\ine the level of our ICC_ to il\lonMtioft and the ridU\ess of our
communicatioN. Adefin1tion that iI,JlOt luffid8fttly robust can aeate an
undesirable pp between iNonnatioa haves iNA hive-nets. and, given the
importance of te1eCommunicatkmJ to ChI state's ICDI\OD\Y, it can aha hAve
adverse economJc impacts. Yet aft overly rich deftNtton an be expensive
and can itself imped. economic powth by pI'OYic:tinl services tNt are
neither usecllIOf detiNd. ThUi. & delIcate ..l...needI to be struck.

. Today. bilk .me. J*kap COII\pn... • NIideftce exdwlge access
liMCpneraJ1yone-party, anaJos, rotarydial),acceII to localano toU cA11U\8
I~ to emeSlncy aWns <....' 9U), IlV1 aee-IO the volce/nonvoice

.~ ~ .~~'j,;NJat''''''To~iinivfIial aca. to tIdIpIdca~ it hal been the
policy of repJaton to'subsidile it. 11 Iftd where MC8IIt)', for residence
subscribers pneraUy. To Nrther tNun its aHoId&biIity to the econoau
cally cUNclvantlpc:l, the LifeJine and UIlk·Up PfOII'U" tltablilhed by

~~·dir.fjj·~h·~·ri.i~ ~.a'. ~

What COl'IItitutes the bute service plCbp wiD contiftue to evolve as
MW~lndNrlicllbecolNavailab'" WlwnaNI wheremarkets
are competitive, CONUZI'CI wtJl et.ftne thia J*kap of MJ'YicIt tNough
theirpurd\Uin1decilicms,andcompetU\lprovtcIen,1ftorder togrow, will
attempttoexpud that definitionbyofferi"lacklttlona1Jervic8. However.
polic:ymaken must ptriodlWly rus•• tM cWiNtioft of basi.c service to
ensure that, 11\ aU areal and colNmU\it:l. wblrt effKtiVI competition hu
not cleveloped. affordable acarll to neceuary te1ecommunications capa
biUties continua to be available. WhtnutodIy'.univenah.rviee encom·
passel only voice and low~ data traNII\iIIkm capabilities. in th~

future Umay need to include hisher-spMd data ud even video trans1TU5
ciDn aoabilitie. IYther than define I puticW&r Nt of buic servlC*
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Markn ,forces a/ont
may not achitTJt an

acctptablt InJel of baSIC

strV;Ct and

alfordabl/lty.

capabilities for the nell tenn, policymakm should first focus Oil develop
ing iniormed criteria by which to .... futun basic serviel alternatives.
Such criteria might include, for example, thellYel of demand for a MrVic:e
or capability, its potential for social benefit, and its cost.

Universal acceS5 policies must also recognize the needs of special
communiti~. For example, to realize the benefits of universal access. many
New Yorkers with disabilitin need special equipment~uipment ~t
otten they cannot aiiord. The New York Department of Social Services
operates I !ow-cost, equipment lOin fund, a portion of which finances
telecommunicatioN equipment. BecaUM it is underfunded and because it
has a defawt rat. of approximately 20 percent. the equipment loan fund
currently caMot meet exisans demand.

Market forces I.lona Ny notachieve an accep~blelev.l 01 basic.nici
ICCesS and affordability for 1111 duzeas. New telecommunications servicIs
will be provided first i1'\ those area in the ltate where they wtll t..matt
profitable, Ind they will be proVided later. if at a11,in 1..profttableanu.
Even wh.re new MrviftS are Iv~ble, there may be 101M citizftll for
whom such services are not aifordable. ThUi. as telecommunicatioN
marketl become inaeuingly competitive, one policy dW1enp wt1J be to
ensure that everyone continues to receive, at an affordable price. the lav.l
0; telecommunicatiON accessand servicedelivery required for fuJI plrtid
pacon in the sodal and econornic mliJlltrftJn.

New York's commitment to the nation'. hiltoric poUcy of promotiZ\g
universal telephone service is manil8ted primarily by the Public Serfica"
Commillion's comprehensive telephcme Life1iM propam. Of the mi11km
or more low-income New York faInilMI that qualify for teJIphaM LifeIiDe
Auistanc., more tMa bali a million are alnady eNOl1adand..~ to

.t~~••. _. ~lic ..~tehfd~ .. ,~,~.::.~L
an available uicl aliardal*NIIity. lor WftY household.

Lifeline prosram ccItI to Jacalexcbmp providerIlre CW'NIltly recov-
ered in: each local eam '. rwvea~ .

" "."

.~.'~-'\'

needtclbyotherc::arrierIoften il\clud.1OII'Iecontributioft toward theCOlts01
residential aee-a, t.i.falhw, 91t, the statewiderelay service, and provider-of.
last-resort obligatioN.Jl

. Emeriinlltate and fad.,.) open aetwork architecture and collocation
.. polides~ amtinuiq t«hnoJoIical Idvaas, and competitM~

will reduce the number of monopoly bottlenedc services and wtI1 crute
newcNU.1\~ opportuNtieI for the Publ1cServtceComlniuionto
maintain its policy on univanlUy available Ind reuonably affordable
residential service.

While competition may succeed in decreuing costs and pricls for
telecommunicatioN services, emerging technology will continua to ex
pand the breadth of 5ervices that each howehold must have for partidpa-


